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Figure 7.  Case I: Incomplete-specialization Model When Japan Produced the Labor-intensive Aggregate
Note: Panels report the estimated development paths for three HO aggregates and wages. The dashed l
95-percent confidence interval. Estimated parameter values are presented in Table 3. The number i
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Figure 8.  Case I: Deardorff Model When Japan Produced the Labor-intensive Aggregate
Note: Panels report the estimated development paths for three HO aggregates and wages. The dashed l
95-percent confidence interval. Estimated parameter values are presented in Table 3. The number i
number corresponding to Table 1. The fitted values are kinked and piecewise continuous because of the parameter
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Figure 9.  Case II: Incomplete-specialization Model When Japan Did Not Produce the Labor-intensive Aggregate
Note: Panels report the estimated development paths for three HO aggregates and wages. The dashed
95-percent confidence interval. Estimated parameter values are presented in Table 4. The number ind
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Note: Panels report the estimated development paths for three HO aggregates and wages. The d
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37 Kagawa 11.35 3 . 23 . 4 44 . 2 34 . 9 96.23 8.91 7.56 9.79 6.96 8.4 15.2 13.3 8.77 16.6 12.7 10.5 32.9 53.8 34.7 38.5 117
2 Aomori 11.36 2.51 3.51 4.21 4.18 4.63 4.27 5.35 4.2 5.78 11.9 13.1 7.77 7.81 14.4 53.8 17.1 15.9 161 47.9 89.7
17 Ishikawa 11.38 9.86 6.48 4.11 8.01 7.47 6.14 5.77 5.25 8.16 5.89 12.6 33.5 14.6 18.8 7.62 41.7 15.5 22.9 43.7 31 15.2
20 Nagano 11.78 13.5 4.65 5.87 7.44 4.53 5.19 6.56 6.46 10.3 9.63 8.82 14 13.5 15.1 9.16 17.6 20.3 11.2 29.5 31.2 13.7
18 Fukui 12.05 1.09 5.38 3.36 9.38 3.76 6.1 4.98 6.44 4.86 13 10.2 8.95 11.4 13.7 15 11.2 34.1 82 50.9 15.4 12.8
4 Miyagi 12.06 1.08 3.68 4.49 3.74 5.21 12.3 7.12 13.9 7.99 9.72 14.1 6.2 15.6 12.5 35.9 41.2 12.8 21.2 26.2 102 147
1 Hokkaido 12.12 4.7 3.36 5.17 4.68 4.93 6.4 5.8 3.59 7.62 9.87 9.61 12.6 16.6 15.4 39.2 42.5 58.8 16.5 36.6 38.3 275
26 Kyoto 12.25 3.45 5.89 4.86 6.67 7.99 6.63 5.95 7.73 12.3 11.6 12.4 13.8 14.8 14.6 11 27.5 29.6 17.8 30.1 62.2 12.7
47 Okinawa 12.27 2.69 5.54 2.27 4.58 6.43 3.8 4.71 10.4 8.7 15.7 28.7 21.6 19.8 21.8 182 101
11 Saitama 12.47 5.64 4.36 5.73 5.3 10.6 6.68 7.05 6.9 9.79 13.3 12 11.2 12.4 14 13.3 24.1 21.7 17 31.4 33.6 41.1
27 Osaka 12.72 4.35 6.15 6.34 8.13 7.76 7.44 5.98 6.05 7.26 10.5 8.32 12.1 14.4 13.8 9.03 50 20.6 12.6 25.2 51.4 132
7 Fukushima 12.98 1.95 5.6 4.39 2.86 5 . 45 . 7 78 . 1 917.9 6.22 10.8 14.8 10.8 13.2 16.2 17.3 33.5 31.3 26.3 50.9 22 148
29 Nara 13.03 3.83 4.84 7.53 6.46 7.51 7.27 8.64 10.7 8.79 9.99 6.12 30.1 20.5 10.1 5.72 32.2 14.4 13.1 24.9
16 Toyama 13.83 2.43 4.37 3.74 8.27 5.78 9.53 8.95 6.04 8.23 12.4 10.3 15.1 16.2 17.1 26.8 20 23 20 28.3 35.9 119
40 Fukuoka 13.93 1.32 2.98 4.54 3.98 5.62 5.23 6.13 5.53 5.76 14.1 9.18 12.1 12.9 10.4 7.15 30.1 51.4 19.3 47 63.7 61.1
22 Shizuoka 14.33 1.96 3.65 5.37 12.6 6.41 5.66 6.02 8.84 10.5 12.2 11.2 18.5 11.9 14.2 25.1 19.5 22.2 20.3 35.7 24.3 20.6
10 Gunma 14.53 2.33 7.85 8.23 4.33 6.44 7.15 6.24 12.6 8.3 12.9 12.5 10.1 13.8 13.7 10.3 52.7 24.7 16.4 48.8 29 12.2
38 Ehime 15.20 4.12 4.27 6.67 5.09 7.44 6.38 5.88 7.38 10.9 4.87 15.9 15 28.3 23.8 37.3 46 67.7 22.2
9 Tochigi 15.68 4.55 3.29 7.04 4.86 5.11 8.37 9.66 9.84 11.9 16.1 13.3 13.5 13.6 15.7 24.4 33 26.3 36.2 46.3 52.7 29
19 Yamanashi 16.06 18.3 3.04 8.47 7.49 7.07 4.95 6.42 17.8 1 3 . 89 . 2 49 . 3 8 16 26.6 18.6 7.73 28.5 24 13.1 17.4 29.1
28 Hyogo 18.05 2.44 3.89 6.52 5.55 6.95 5.93 7.13 6.17 14.4 14.6 15 10.8 18.3 19.9 18.8 31.6 18.4 22 35.5 77.5 111
24 Mie 18.06 3.72 1 2 . 46 . 2 39 . 1 34.53 4.8 7.12 14.9 8.28 12.6 15.3 6.55 16.7 17.7 10.3 17.8 26.8 35.4 52.3 22.4 154
23 Aichi 18.15 4.54 4.83 5.77 8.84 6.17 8.12 5.59 13 12.6 11.2 12.6 13.4 12.3 15.7 14.5 37.6 32.7 32 37.9 50.2 172
44 Oita 18.68 2.81 4.34 7.6 6.32 4.83 9.98 6.76 13.3 10.4 11 19.5 15.4 30.3 17 25.6 43 87.1 76 142
25 Shiga 19.10 0.99 12.8 8 11.9 4.77 5.97 11 10.4 11.3 16.6 24.7 15 18.2 18.7 11.8 76.7 52.3 26.3 39.1 39 33.9
34 Hiroshima 19.18 1.08 4 4.42 5.87 5.53 8.39 7.12 11.4 7.36 7.43 10.8 18.5 20.3 16.2 22.9 25.6 29.6 17.7 36.4 115 15.4
14 Kanagawa 19.18 1.32 7.8 7.17 9.09 7.42 5.61 6.89 12.2 14.9 14.5 11.5 15.3 14 16.7 10.5 43.5 26.3 20.9 39.4 89 163
33 Okayama 20.48 1.37 3.72 7.54 5.29 6.66 6.18 8.08 5.89 5.41 9.8 13.3 16.3 17.5 19.5 18 34.9 21.9 29.8 51.6 134 155
8 Ibaraki 21.40 3.6 1 3 . 68 . 7 55 . 1 49 . 1 15 . 8 89 . 4 91 2 . 79 . 9 51 2 . 918.9 8.34 15.5 16.5 25.6 88.1 13.7 41.6 81.8 115 131
30 Wakayama 23.16 3.57 2.87 4.18 8.77 3.56 6.72 9.24 12.9 15.4 8.96 51.9 24.4 24.7 15.1 16.2 21.7 46 101 155
35 Yamaguchi 24.50 1.45 3.47 2.54 4.11 5.81 6.76 11.8 17.8 16.5 4.71 23.7 15.3 29.4 15.5 38 29.7 57.2 53.3 172
12 Chiba 26.01 2.4 8.97 7.28 4.16 8.96 8.11 9.69 6.15 11.9 15.6 15.2 17.4 20.4 20 11.8 39.7 24.3 17.4 72.8 104 239
: no production
0.67107 : capital intensity is between 0 and 5.




pairs for 23 years
Share (%)
ρ = 1.0 0 0.0
0.9 ≤ ρ < 1.0 60 5.6
0.8 ≤ ρ < 0.9 240 22.2
0.7 ≤ ρ < 0.8 166 15.4
0.6 ≤ ρ < 0.7 151 14.0
0.5 ≤ ρ < 0.6 174 16.1
0.4 ≤ ρ < 0.5 162 15.0
0.3 ≤ ρ < 0.4 89 8.2
0.2 ≤ ρ < 0.3 33 3.1
0.1 ≤ ρ < 0.2 5 0.5
0 ≤ ρ < 0.1 1 0.1
ρ < 0 0 0.0
Total 1081 100.0
Note: Rank correlation of capital intensities is calculated for
different region pairs in 1995. The number of correlations is
1081 (= the number of region pairs (46 + 45 + … + 1)).0 0 0 1
Table 3.  Case I: Estimation Results When Japan Produced All Types of Aggregates
Three-good two-cone incomplete-specialization model
Threshold of the HO aggregates: h 1 = 3, h 2 = 15 AIC = 269.3
The locations of knots: τ 1 = 8, τ 2 = 26 BIC = 274.9
Correlation between predicted and actual wages: 0.287
Coefficient S.E. p-value N RMSE
Labor-intensive aggregate -0.431 0.036 0.000 47 0.167
Intermediate capital-intensive aggregate 0.747 0.015 0.000 47 1.456
Capital-intensive aggregate Capital intensive aggregate 0 573 .573 0.013 013 0 000 47 1 038 .000 47 .038
Wages 3.449 0.291 0.000
4.049 0.090 0.000
47 0.600
Three-good two-cone Deardorff model
Threshold of the HO aggregates: h 1 = 3, h 2 = 24
The locations of knots: τ 1 = 1, τ 2 = 8.1, τ 3 = 9, τ 4 = 25.7 AIC = 296.6
Capital-intensities: θ 1 = 0.05, θ 2 = 0.30, θ 3 = 0.55 BIC = 298.4
Correlation between predicted and actual wages: 0.453
Coefficient S.E. p-value N RMSE
Labor-intensive aggregate 3.933 0.055 0.000 47 0.165
Intermediate capital-intensive aggregate 3.933 0.055 0.000 47 2.228
Capital-intensive aggregate 3.933 0.055 0.000 47 0.915
Wages 3.933 0.055 0.000 47 0.622Table 4.  Case II: Estimation Results When Japan Did Not Produced Labor-intensive Aggregate
Three-good two-cone incomplete-specialization model
Threshold of the HO aggregates: h 2 = 15 AIC = 298.5
The locations of knots: τ 1 = 7, τ 2 = 26 BIC = 302.2
Correlation between predicted and actual wages: not available
Coefficient S.E. p-value N RMSE
Intermediate capital-intensive aggregate -0.298 0.005 0.000 47 1.234
Capital-intensive aggregate 0.540 0.013 0.000 47 0.950
Wages 3.977 0.072 0.000 47 0.621
Three-good two-cone Deardorff model
Threshold of the HO aggregates: h 2 = 3
The locations of knots: τ 3 = 1, τ 4 = 9 AIC = 181.6
Capital-intensities: θ 2 = 0.10, θ 3 = 0.50 BIC = 183.4
Correlation between predicted and actual wages: 0.666
Coefficient S.E. p-value N RMSE
Intermediate capital-intensive aggregate 3.463 0.052 0.000 47 0.168
Capital-intensive aggregate 3.463 0.052 0.000 47 1.162
Wages 3.463 0.052 0.000 47 0.515